KEEGAN, WERLIN & PABIAN, LLP

ATTORNEYS AT LAW
265 FRANKLIN STREET
BOSTON, MASSACHUSETTS 02110-31 13 TELECOPIERS:

(S17)951- 1354
(©17)951-1400 (617)951- 0586

July 22, 2004

Mary L. Cottrell, Secretary

Department of Telecommunication and Energy
One South Station, 2™ Floor

Boston, MA 02202

~ Re: Cambridge Electric Light Company/Commonwealth Electric Company,
D.T.E. 04-60

Dear Secretary Cottrell:

Enclosed please find the responses of Cambridge Electric Light Company
(“Cambridge”) and Commonwealth Electric Company (“Commonwealth”), each d/b/a
'NSTAR Electric (“NSTAR Electric” or the “Companies”) to the First Set of Information
Requests issued by: (1) the Department of Telecommunications and Energy (the
“Department”); and (2) the Attorney General in the above-referenced proceeding, as
listed on the following Discovery Log.

Please note that the Companies are providing herewith a CD-ROM [PUBLIC],
which includes working electronic versions of certain exhibits requested by the
- Department and the Attorney General.! In addition, the Companies have provided
competitively sensitive attachments responsive to Information Requests AG-1-2, AG-1-4
BULK and AG-1-8 BULK on a separate CD-ROM [CONFIDENTIAL]. The
Companies will be filing a Motion for Protective Treatment regarding these attachments,
as well the responses to Information Requests AG-1-4, AG-1-8 and DTE-1-8 within the
next two business days. :

Please note that the Companies are filing responses herewith to each of the
discovery questions asked by the Department and the Attorney General, with the
exception of Information Request AG-1-5. The Companies will file CD-ROMS with the
communications requested in the information request as soon they have been reviewed
for confidentiality issues and privileged attorney-client communications by the
Companies’ counsel. '

Thank you for your attention to this matter.

These working electronic documents are provided in response to Information Requests DTE-1-4,
DTE-1-5, DTE-1-10, DTE 1-11 and AG-1-7.
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Very truly yours, :
ohn K. Habib
Enclosures
cc: Service List

Joan Foster Evans, Hearing Officer

Colleen McConnell, Assistant Attorney General (2)
Sean Hanley

James Powell

Xuan Yu

Robert Harrold

‘Boris Shapiro

Joseph Tiernan




LOG OF RESPONSES FILED

D.T.E. 04-60

July 22,2004
Response Status Other
DTE-1-1 Filed herewith Attachment
DTE-1-2 [Filed herewith
DTE-1-3 Filed herewith
DTE-1-4 Filed herewith Attachments
DTE-1-5 Filed herewith Attachments
DTE-1-6 Filed herewith
DTE-1-7 Filed herewith
DTE-1-8 Filed herewith Confidential Attachments
DTE-1-9 Filed herewith
DTE-1-10 Filed herewith Public CD-ROM
DTE-1-11 Filed herewith Public CD-ROM
DTE-1-12 Filed herewith
ADTE-1-13 Filed herewith
DTE-1-14 Filed herewith
DTE-1-15 Filed herewith
DTE-1-16 Filed herewith
DTE-1-17 Filed herewith
DTE-1-18 [Filed herewith
DTE-1-19 Filed herewith
DTE-1-20 Filed herewith
DTE-1-21 Filed herewith
DTE-1-22 Filed herewith
DTE-1-23 Filed herewith
DTE-1-24 Filed herewith
DTE-1-25 Filed herewith
DTE-1-26 Filed herewith Attachment
DTE-1-27 Filed herewith
DTE-1-28 Filed herewith
DTE-1-29 IFiled herewith
DTE-1-30 Filed herewith
DTE-1-31 Filed herewith
IDTE-1-32 Filed herewith Attachment
DTE-1-33 Filed herewith
DTE-1-34 Filed herewith
|Attachment

DTE-1-35

IFiled herewith




Response Status Other
JAG-1-1 Filed herewith Attachments
AG-1-2 Filed herewith Confidential CD-ROM
AG-1-3 Filed herewith Attachments
AG-1-4 Filed herewith Confidential Bulk CD-ROM
AG-1-5
|AG-1-6 Filed herewith
AG-1-7 Filed herewith Public CD-ROM
AG-1-8 Filed herewith Confidential Bulk CD-ROM
AG-1-9 Filed herewith
AG-1-10 Filed herewith Attachment
AG-1-11 Filed herewith
AG-1-12 Filed herewith Attachment




NSTAR Electric

Department of Telecommunications and Energy
D.T.E. 04-60

Information Request: DTE-1-1

July 22, 2004

Person Responsible: Geoffrey O. Lubbock
Page 1 of 1

Information Request DTE-1-1

Refer to Exh. NSTAR-GOL at 9, and Exh. NSTAR-GOL-1. The companies state that
there were 29 separate PPAs in the 1999 Joint Auction and there were 24 separate PPAs
in the 2003 Auction. Please provide detailed information on the five PPAs that were
included in the 1999 auction but were not included in the 2003 auction using the same
format as presented in Exh. NSTAR-GOL-1. Are these five PPAs the same PPAs stated
on Exh. NSTAR-GOL at 10? If not, explain why these five PPAs were not included in
the 2003 Auction.

Response

Please refer to Attachment DTE-1-1 for detailed information on the five PPAs that were
included in the 1999 auction but not included in the 2003 auction. Two contracts (one
for Boston Edison, and one for Commonwealth and Cambridge combined) for power
from Canal 1 expired on October 10, 2002. Two contracts (one for Boston Edison, and
one for Commonwealth and Cambridge combined) for firm energy from Hydro Quebec
expired on August 31, 2001. One contract for Commonwealth and Cambridge
combined for power from Seabrook Station was terminated on November 1, 2002.




D.T.E. 04-60

Attachment DTE-1-1

Page 1 of 1

Unit & Contract Capacity (MW) Location Expiration Fuel Technology
Summer Winter

Canal 1 (Boston | 139.75 141.50 Sandwich, 2002 No. 6 fuel | Steam
Edison) MA oil Boiler
Canal 1 139.75 141.50 Sandwich, 2002 No. 6 fuel | Steam
(Cambridge MA oil Boiler
Electric Light &
Commonwealth
Electric)
HQ 200.80 70.30 Quebec, 2021 Water Hydro and
Transmission & Canada transmission
Firm Energy access
(Boston Edison)
HQ 67.85 23.77 Quebec, 2021 Water Hydro and
Transmission Canada transmission
&Firm Energy access
(Commonwealth
Electric,
Cambridge
Electric Light
& Canal
Electric)
Seabrook 40.50 40.50 Seabrook, 2026 Nuclear Nuclear
(Commonwealth NH Fuel
Electric &
Cambridge
Electric Light)




NSTAR Electric

Department of Telecommunications and Energy
D.T.E. 04-60

Information Request: DTE-1-2

July 22, 2004

Person Responsible: Geoffrey O. Lubbock
Page 1 of 1

Information Request DTE-1-2

Refer to Exh. NSTAR-GOL at 13. Please confirm whether the approximately six
million dollars of savings to customers on a NPV basis is the sum of the $2.976 million
found on Exh. NSTAR-COM-GOL-2, and the $2.866 million found on Exh NSTAR-
COM-GOL-2, which adds up to $5.842 Million.

Response

Yes, the approximate six million dollars of customer savings is the total of the two
exhibits specified.




NSTAR Electric

Department of Telecommunications and Energy
D.T.E. 04-60

Information Request: DTE-1-3

July 22, 2004

Person Responsible: Geoffrey O. Lubbock
Page 1 of 1

Information Request DTE-1-3

Refer to Exh. NSTAR-GOL at 13. Please identify the month and year in which
ratepayers would begin to receive economic benefits under the proposed buyout. For
how long would ratepayers continue to receive economic benefits under the proposed
buyout?

Response

Customers would begin accruing economic benefits under the proposed buyout
immediately upon its completion. However, since the Companies are not proposing to
change the transition charge decimal until January 1, 2005, there would be no bill impact
until that time. The precise timing of the impact of this buyout on Transition Charge is
dependent on a number of variables. The projections of the impact are summarized in
Exhibit NSTAR-CAM-GOL-2 and Exhibit NSTAR-COM-GOL-2.




NSTAR Electric

Department of Telecommunications and Energy
D.T.E. 04-60

Information Request: DTE-1-4

July 22,2004

Person Responsible: Geoffrey O. Lubbock
Page 1 of 1

Information Request DTE-1-4

Refer to Exh. NSTAR-GOL at 14. Please provide a hard copy and, if available, an
electronic copy in Excel format with the formulas contained in the cells, of Exh. CAM-
JFL-3 (Supp) and Exh. COM-JFL-3(Supp) from D.T.E. 03-118.

Response

In responding to this information request, the Company has discovered a typographical
error in the Initial Testimony. The testimony should have referred to
Exh. CAM-JFL-1(Supp) and Exh. COM-JFL-1(Supp) from D.T.E. 03-118.

Please refer to Attachment D.T.E.-1-4(a) for a hard copy of Exh. CAM-JFL-1(Supp),
and to Attachment D.T.E.-1-4(b) for a hard copy of Exh. COM-JFL-1(Supp) from
D.T.E. 03-118. These attachments are also being provided in Excel format.
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NSTAR Electric

Department of Telecommunications and Energy
D.T.E. 04-60

Information Request: DTE-1-5

July 22, 2004

Person Responsible: Geoffrey O. Lubbock
Page 1 of 1

Information Request DTE-1-5

Refer to Exh. NSTAR-GOL at 15. Please provide a hard copy and, if available, an
electronic copy in Excel format with the formulas contained in the cells, of Exh. CAM-
JFL-6 (Supp) and Exh. COM-JFL-6(Supp) from D.T.E. 03-118.

Response

Please refer to Attachment D.T.E.-1-5(a) for a hard copy of Exh. CAM-JFL-6(Supp),
and to Attachment D.T.E.-1-5(b) for a hard copy of Exh. COM-JFL-6(Supp) from
D.T.E. 03-118. These attachments are also being provided in Excel format.
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NSTAR Electric

Department of Telecommunications and Energy
D.T.E. 04-60

Information Request: DTE-1-6

July 22, 2004

Person Responsible: Geoffrey O. Lubbock
Page 1 of 1

Information Request DTE-1-6

Refer to Exh. NSTAR-GOL at 16. The Company stated that it would allocate the
consulting and legal costs for the 2003 Auction based on the savings by contract. Please
explain in detail how the allocation will be made and identify whether the allocation
factor is based on gross savings or the net present value of the savings.

Response

The Company intends to allocate consulting and legal costs on the basis of the net
present value of the savings. The allocation would work very simply. For illustrative
purposes only, assuming the Company ultimately successfully concludes negotiations on
four separate contracts, the allocation would work as follows.

Description NPV Savings Percent of Total
Contract A $6 million 11.1%
Contract B 15 million 27.7%
Contract C 30 million 55.6%
Contract D 3 million 5.6%

Total $54 million 100.0%




NSTAR Electric

Department of Telecommunications and Energy
D.T.E. 04-60

Information Request: DTE-1-7

July 22, 2004

Person Responsible: Geoffrey O. Lubbock
Page 1 of 1

Information Request DTE-1-7

Refer to Exh. NSTAR-GOL at 15. Please provide a projection of the consulting
and legal costs to be incurred by the Company to conduct the 2003 Auction and
the Pittsfield Termination Agreement. Will these costs reduce the estimated
$6 million in savings to ratepayers? Please provide all supplemental workpapers
and calculations.

Response

The Company’s projection of consulting and legal costs to conduct the 2003
Auction and all related regulatory filings is $1.1 million in total. Of this amount,
approximately $800,000 is the cost of consulting services to conduct the auction
and provide regulatory support. Legal costs in connection with making the PPA
filings at the Department are estimated at $300,000. These costs will be part of
‘the determination of the mitigation for all associated PPAs.

As discussed in Exhibit NSTAR-GOL at 16, and further clarified in the response
to Information Request DTE-1-6, these costs will be allocated to each of the
contracts that the Company is successful in renegotiating as a result of the 2003
Auction based on the total savings achieved. Since the Company is still
negotiating agreements on other PPAs, in addition to the three filed to date, it is
not possible to determine at this point what portion of these costs will be allocated
to the Pittsfield Termination Agreement. However, based on the three PPA
filings made to date, D.T.E. 04-60, D.T.E. 04-61 and D.T.E. 04-68, which total
approximately $85 million in total customer savings, Pittsfield would be allocated
approximately 7 percent of the consulting and legal costs. To the extent that the
Company is successful in negotiating the restructuring or termination of
additional contracts, the allocation of auction-related legal and consultant costs
relating to the 2003 auction will be reduced proportionately.




NSTAR Electric

Department of Telecommunications and Energy
D.T.E. 04-60

Information Request: DTE-1-8

July 22, 2004

Person Responsible: Geoffrey O. Lubbock

Page 1 of 1

Information Request DTE-1-8

Refer to Exh. NSTAR-GOL at 19, identifying an Effective Date of October 1,
2004. Please explain how a delay in the effective date would affect customer
savings under the Termination Agreement. Provide a calculation of the amount
per day of any loss of customer savings.

Response

A delay in the effective date affects the amount of above market NUG costs
recovered in the variable component of the Transition Charge. Therefore, until
the Termination Agreement becomes effective, the customer will continue to pay
the higher cost of power under the existing PPAs. Please refer to page 3 of
Exhibit NSTAR-CAM-GOL-5 CONFIDENTIAL for the projected cost of the
Pittsfield PPA  under the status gquo and NSTAR-CAM-GOL-6
CONFIDENTIAL for the projected cost under the Termination Agreement. By
subtracting the numbers in the column entitled “Subtotal Oct-Dec” and dividing
by 92 (the number of days in the period), the daily loss for Cambridge customers
is determined (i.e., [REDACTED INFORMATION].) Similarly, the daily loss
for Commonwealth customers is determined by referring to page 3 of Exhibit
NSTAR-COM-GOL-5 CONFIDENTIAL and NSTAR-COM-GOL-6
CONFIDENTIAL (ie., [REDACTED INFORMATION]).




NSTAR FElectric

Department of Telecommunications and Energy
D.T.E. 04-60

Information Request: DTE-1-9

July 22, 2004

Person Responsible: Geoffrey O. Lubbock

Page 1 of 1

Information Request DTE-1-9

Refer to Exh. NSTAR-CAM-GOL-1 at B-3. Please explain how the Monthly Gas
Transportation Demand Cost factors were derived for the years 1992- 2011. Provide a
copy of all supporting workpapers and calculations.

Response

The Monthly Gas Transportation Demand Cost factors were mutually negotiated in the
early 1990s by the parties of the original Power Sale Agreements. These contracts were
approved by the Department on March 18, 1992 in D.P.U. 91-142/153.




NSTAR Electric

Department of Telecommunications and Energy
D.T.E. 04-60

Information Request: DTE-1-10

July 22,2004

Person Responsible: Geoffrey O. Lubbock
Page 1 of 1

Information Request DTE-1-10

Please provide electronic copies of Exhs. NSTAR-CAM-GOL-2, NSTAR-CAM-GOL-
3, NSTAR-CAM-GOL-4, NSTAR-CAM-GOL-5, NSTAR-CAM-GOL-6, NSTAR-
CAM-GOL-7, and NSTAR-CAM-GOL-8 in Excel format with the formulas contained
in the cells.

Response

The requested electronic files are provided on the CD-ROM [PUBLIC] included with
this filing.




NSTAR Electric

Department of Telecommunications and Energy
D.T.E. 04-60

Information Request: DTE-1-11

July 22, 2004

Person Responsible: Geoffrey O. Lubbock
Page 1 of 1

Information Request DTE-1-11

Please provide electronic copies of Exhs. NSTAR-COM-GOL-2, NSTAR-COM-GOL-
3, NSTAR-COM-GOL-4, NSTAR-COM-GOL-5, NSTAR-COM-GOL-6, NSTAR-
COM-GOL-7, and NSTAR-COM-GOL-8 in Excel format with the formulas contained
in the cells.

Response

The requested electronic files are provided on the CD-ROM [PUBLIC] included with
this filing.




NSTAR Electric

Department of Telecommunications and Energy
D.T.E. 04-60

Information Request: DTE-1-12

July 22, 2004

Person Responsible: Geoffrey O. Lubbock
Page 1 of 1

Information Request DTE-1-12

Refer to Exhs. NSTAR-CAM-GOL-7 and NSTAR-CAM-GOL-8. Please provide the
total cost of the NUG Purchases found on line 7 (including the costs collected through
the transition charge.)

Response

The total cost (including the costs collected through the transition charge) of the NUG
Purchases is found on page 3 [CONFIDENTIAL] of the referenced exhibits.




NSTAR Electric

Department of Telecommunications and Energy
D.T.E. 04-60

Information Request: DTE-1-13

July 22, 2004

Person Responsible: Geoffrey O. Lubbock

Page 1 of 1

Information Request DTE-1-13

Refer to Exhs. NSTAR-COM-GOL-7 and NSTAR-COM-GOL-8. Please provide the
total cost of the NUG Purchases found on line 7 (including the costs collected through
the transition charge.)

Response

The total cost (including the costs collected through the transition charge) of the NUG
Purchases is found on page 3 [CONFIDENTIAL] of the referenced exhibits.




NSTAR Electric

Department of Telecommunications and Energy
D.T.E. 04-60

Information Request: DTE-1-14

July 22, 2004

Person Responsible: Geoffrey O. Lubbock
Page 1 of 1

Information Request DTE-1-14

Refer to Exh. NSTAR-CAM-GOL-2. Based on a discount rate of 7.72 percent, 3.067
million in savings, and a NPV of 2.976 million please identify the number of years used
for discounting. Provide all supporting calculations and workpapers

Response

All years included in Exhibit NSTAR-CAM-GOL-2 are used in the discounting. An
electronic version of this exhibit has been provided on the CD-ROM [PUBLIC] as a
response to Information Request DTE-1-10.




NSTAR Electric

Department of Telecommunications and Energy
D.T.E. 04-60

Information Request: DTE-1-15

July 22, 2004

Person Responsible: Geoffrey O. Lubbock
Page 1 of 1

Information Request DTE-1-15

Refer to Exh. NSTAR-COM-GOL-2. Based on a discount rate of 8.2 percent, 3.763
million in savings, and a NPV of 2.866 million please identify the number of years used
for discounting. Provide all supporting calculations and workpapers

Response

All years included in Exhibit NSTAR-CAM-GOL-2 are used in the discounting. An
electronic version of this exhibit has been provided on the CD-ROM [PUBLIC] as a
response to Information Request DTE-1-11.




NSTAR Electric

Department of Telecommunications and Energy
D.T.E. 04-60

Information Request: DTE-1-16

July 22, 2004

Person Responsible: Geoffrey O. Lubbock

Page 1 of 1

Information Request DTE-1-16

Refer to Exhs. NSTAR-CAM-GOL-2 and NSTAR-COM-GOL-2. Please explain why
Cambridge and Commonwealth used different discount rates.

Response

In each case, the discount rate is the after-tax rate approved by the Department for the
respective company in the Restructuring Plan for Cambridge and Commonwealth. They
are different because the Department approved different rates in the Restructuring Plan
based on each company’s allowed returns, long-term debt and capital structure.




NSTAR Electric

Department of Telecommunications and Energy
D.T.E. 04-60

Information Request: DPTE-1-17

July 22, 2004

Person Responsible: Geoffrey O. Lubbock
Page 1 of 1

Information Request DTE-1-17

Refer to Exhs. NSTAR-CAM-GOL-2 and NSTAR-COM-GOL-2. Should the line that
reads “Sources: Col: D” instead refer to Col E, which is titled “Customer Savings,”
such that Col. B minus Col D = Col E? Please locate Col. D on these exhibits.

Response

The reference in the sources section of this exhibit refers to the source of the numbers in
Columns B and C on this exhibit. Thus, the data in Column B of this exhibit, comes
from Column D, Page 1 on Exhibit NSTAR-CAM-GOL-3, or Exhibit NSTAR-COM-
GOL-3. The data in Column C of this exhibit comes from Column D, Page 1 on Exhibit
NSTAR-CAM-GOL-4, or Exhibit NSTAR-COM-GOL-4. The exhibits do contain

~ typographical errors. “Column E” should be labeled “Column D” and the note should
read “Col. D = Col. B minus Col. C.”




NSTAR Electric

Department of Telecommunications and Energy
D.T.E. 04-60

Information Request: DTE-1-18

July 22, 2004

Person Responsible: Geoffrey O. Lubbock
Page 1 of 1

Information Request DTE-1-18

Refer to Exhs. NSTAR-CAM-GOL-2 and NSTAR-COM-GOL-2. Please explain in
more detail what the numbers in Columns B and C represent.

Response

The amounts in Column B are the forecasted transition charge revenues that customers
would pay if the existing PPAs with Pittsfield were to remain in effect, as shown in
Column D, Page 1 of Exhibit NSTAR-CAM-GOL-3 or Exhibit NSTAR-COM-GOL-3.
The amounts in Columns C are the forecasted amounts of transition charge revenues that
would be collected from customers each year if the Pittsfield Termination Agreements
are approved, as shown in Column D, Page 1 of Exhibit NSTAR-CAM-GOL-4 or
Exhibit NSTAR-COM-GOL-4.




NSTAR Electric

Department of Telecommunications and Energy
D.T.E. 04-60

Information Request: DTE-1-19

July 22, 2004

Person Responsible: Geoffrey O. Lubbock
Page 1 of 1

Information Request DTE-1-19

Refer to Exh. NSTAR-CAM-GOL-3, page 1, Column B, and Exh. NSTAR-COM-GOL-
3, page 1, Column B. Please (1) explain the basis for the forecast of the transition costs
in the last seven months of 2004; (2) explain the basis for the assumption of two percent
load growth per annum for the years 2005 and beyond; and (3) provide the GWH
delivered for the years 1998 through 2002.

Response
¢))

@

€)

In both exhibits, the forecast of the transition costs in the last seven months of
2004 is composed of three major categories: the fixed component, the variable
component and other adjustments. For the most part, the forecast for the last
seven months of 2004 are unchanged from the assumptions used when the
Companies last filed their Transition Charge true-up in D.T.E. 03-118, a copy of
which has been provided in the response to Information Request DTE-1-4.
However, the forecast for the variable component does change because the
Company developed a new forecast of PPA costs in conjunction with the PPA
auction.

The 2 percent load growth assumption for future years has been a standard
assumption by the Companies in their annual Transition Charge filings. Since
the transition charges collected are trued-up for actual costs and revenues, a more
rigorous approach to forecasting future load growth was not warranted.

The actual GWH delivered is:

Year Cambridge Commonwealth
1998 1,340.144 3,505.932
1999 1,384.429 3,757.997
2000 1,495.354 3,822.845
2001 1,559.321 3,873.766

2002 1,584.911 4,012.400




NSTAR Electric

Department of Telecommunications and Energy
D.T.E. 04-60

Information Request: DTE-1-20

July 21, 2004

Person Responsible: Geoffrey O. Lubbock
Page 1 of 1

Information Request DTE-1-20

Refer to Exh. NSTAR-CAM-GOL-3, page 1, Columns C&D, and Exh. NSTAR-COM-
GOL-3, page 1, Columns C&D. Please explain why Col. C=Col.D/Col/B and Column
D=Col.B*Col.C for the year 2004? Should Col. D be used as the input for calculating
Col. C or should Col. C be used as the input to get Col. D for the year 2004.

Response

In 2004, the correct formula for the calculation of Column C is Column D/Column B.
For past years, the amount in Column C is derived from dividing actual Transition
Charge revenues (Column D) by sales (Column B). In future years, the amount is
derived by dividing the forecast of transition cost expenses (Column J) by the forecast of
sales volumes (Column B), subject to rate caps. The year 2004 is based, in part, on
actual amounts and forecast amounts so the rate in Column C has been calculated by
dividing to show the effective 2004 transition charge.




NSTAR Electric

Department of Telecommunications and Energy
D.T.E. 04-60

Information Request: DTE-1-21

July 21, 2004

Person Responsible: Geoffrey O. Lubbock
Page 1 of 1

Information Request DTE-1-21

Refer to Exh. NSTAR-CAM-GOL-3 at 6, and Exh. NSTAR-COM-GOL-3 at 6. Please
explain the basis for the forecast of transition costs for the last seven months of 2004.

Response

In both exhibits, the forecast of the decommissioning transition costs in the last seven
months of 2004 is unchanged from the assumptions used when the Companies last filed
their Transition Charge true-up in D.T.E. 03-118, a copy of which has been provided in
response to Information Request DTE-1-4. Thus, the forecasted decommissioning
transition costs for the last seven months of 2004 would be 7/12ths of the total amounts
shown on the same page of the Company’s Transition true-up in D.T.E. 03-1 18.
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D.T.E. 04-60

Information Request: DTE-1-22

July 22, 2004

Persons Responsible: Geoffrey O. Lubbock/Robert B. Hevert
Page 1 of 1

Information Request DTE-1-22

Refer to Exh. NSTAR-GOL at 12-13. Please provide a detailed description of the origin
of the $1.67 million per month from the Pittsfield Termination Agreement. Explain how
the Companies arrive at that sum. Please provide all supplemental workpapers and
calculations.

Response

The $1.67M was arrived at through negotiation between the Companies and Pittsfield.
Initially discussions centered on a buyout payment of approximately $100M. After
further analysis and an agreement between the parties that the post-2008 pricing under
the contract would be at the Companies’ avoided cost or market (and hence there would
be no stranded costs relating to those years), the parties settled on a stream of payments
equal to $1.67M from a close date of October 1, 2004 through 2008 amounting to a
present value of $71.8M. The analysis deriving this figure is provided in Exhibit RBH-6.
The $1.67M was further allocated to Commonwealth and Cambridge in differing
amounts by year in order to enhance the state tax benefits as explained in Exhibit
NSTAR-GOL at 17.




NSTAR Electric

Department of Telecommunications and Energy
D.T.E. 04-60

Information Request: DTE-1-23

July 22, 2004

Person Responsible: Geoffrey O. Lubbock
Page 1 of 1

Information Request DTE-1-23

Refer to Exh. NSTAR-GOL at 18. Please describe in detail how the loss of state tax
benefits have been minimized by the timing of payments between Cambridge and
Commonwealth.

Response

The loss of state tax benefits issue is closely tied to another pending transaction, the
MASSPOWER buyout. The proposed buyout of the MASSPOWER contract by
Commonwealth in 2005, as filed in D.T.E. 04-68, will result in a taxable loss to
Commonwealth in that year. Unlike federal income taxes, a state income tax loss cannot
be utilized by a carryback or carryover to another year, thus the Company does not get
the full benefit of a state tax deduction.

Reducing the payment by Commonwealth for the Pittsfield Termination Agreement in
2005 can minimize the resulting loss of state tax deduction benefits from these two
transactions. This is accomplished by reducing the 2005 payment to Pittsfield made by
Commonwealth with an offsetting increase in the payment made by Cambridge Electric.
In the following year, the payment stream is reversed. The payments by Cambridge and
Commonwealth in 2005 and 2006 in total are unchanged with no adverse tax
consequences to either company.




NSTAR Electric

Department of Telecommunications and Energy
D.T.E. 04-60

Information Request: DTE-1-24

July 22, 2004

Person Responsible: Robert B. Hevert

Page 1 of 1

Information Request DTE-1-24

According to Exhs. NSTAR-CAM-GOL-1 and NSTAR-COM-GOL-1, Cambridge and
Commonwealth each hold a 17.2 percent entitlement in Altresco-Pittsfield. Yet, in Exh.
NSTAR RBH-6, at 1 of 5, the Projected Contract Costs for Cambridge are different than
those for Commonwealth (lines 3 and 10). Please explain the difference.

Response

The entitlement for both Commonwealth and Cambridge is 17.2 percent. The
Commonwealth and Cambridge PPA Entitlements have different contract cost provisions
as noted in Exhibit NSTAR-RBH on page 24, beginning on line 16:

“Pricing under the Pittsfield 1 agreement is based on payments for
delivered energy and capacity delivered to Cambridge and includes a
transmission charge. As with the Pittsfield 1 agreement, the Pittsfield 2
agreement includes payments for delivered energy and capacity delivered
to Commonwealth, but does not include the additional transmission
charge”.

Therefore, the contract costs for the PPA Entitlements are sli ghtly different.




NSTAR Electric

Department of Telecommunications and Energy

D.T.E. 04-60

Information Request: DTE-1-25

July 22, 2004

Persons Responsible: Geoffrey O. Lubbock/Robert B. Hevert
Page 1 of 2

Information Request DTE-1-25

Refer to Exh. NSTAR-RBH at 5. Please confirm whether the auction procedure in the
years 1999 and 2003 were identical. If not, please identify the differences. Also, explain
why the 2003 Auction produced termination agreements, while the 1999 Auction failed
to produce PPA mitigation transactions.

Response

The 1999 auction process and management structure were very similar to the current
auction. Both involved a two-stage process in which a variety of bidders were
encouraged to bid on any combination of entitlements. As with the current auction, the
principal transaction document for non-counterparty bidders was an Entitlement Transfer
Agreement, or in the case of assignable agreements, an Assignment and Assumption
Agreement. Unlike the current auction, however, the prior process involved the
simultaneous solicitation of power supplies to satisfy the Companies’ aggregate standard
offer load requirements.

While the current auction has resulted in transactions that mitigate PPA costs for
ratepayers, the prior auction did not result in transactions which, in NSTAR’s opinion,
would have been likely to mitigate the above-market costs associated with its portfolio of
PPAs at that time. There are some changes that have taken place in the New England
power markets that may explain why the 2003 solicitation is producing more
opportunities for mitigation than the 1999 solicitation:

D Generators that do not have long-term contracts for their entire plant
output must compete as merchant plants for the part of the output that is
not under long-term contract. Given that these plants were built in the
1980s with heat rates of approximately 8,600 BTU per KWh and now
have to compete with newer more efficient units with heat rates in the
order of 7,100 Btu’s per KWH, it may be more attractive to be bought out
of contracts for part of the plant output and not run the plant for period
when it is not economic;

2) Given the general overbuild in capacity in New England, it is cheaper to
source power from the wholesale market and not run particular plants
thereby creating opportunities for savings by sourcing from the market but
maintaining the contract in place but at a lower price to the utility; and




3)

NSTAR Electric

Department of Telecommunications and Energy

D.T.E. 04-60

Information Request: DTE-1-25

July 22,2004

Persons Responsible: Geoffrey O. Lubbock/Robert B. Hevert
Page 2 of 2

power generators are generally more amenable to accepting cash buyouts
given the general deterioration of credit in the industry and the higher need
for cash. This applies to cash buyouts or restructurings that are front-
loaded and provide more cash in the earlier years.




NSTAR Electric

Department of Telecommunications and Energy
D.T.E. 04-60

Information Request: DTE-1-26

July 22, 2004

Person Responsible: Robert B. Hevert

Page 1 of 1

Information Request DTE-1-26

Refer to Exh. NSTAR-RBH at 10. Please detail how the Company publically announced
its intention to sell or transfer the PPA Entitlements.

Response

The Company publicly announced its intention to sell or transfer the PPA Entitlements
through the issuance of an Early Interest Letter distributed by Concentric Energy
Advisors, Inc. to approximately 90 potential bidders (see Exhibit NSTAR-RBH — 3; see
also the Company’s response to Information Request DTE-1-27). The Company also
issued the attached press release to a variety of energy trade publications on
October 1, 2003 (Attachment DTE-1-26).




Attachment DTE-1-26

DISTRIBUTION: Top Energy Markets
LENGTH: 373 Words

HEADLINE: NSTAR To Auction Approximately 1,100 MW of Entitlements in Power Purchase
Agreements

DATELINE: BOSTON

BODY:
October 1, 2003

-- Power Purchase Agreements provide immediate access to attractive resources located in New England
-- Concentric Energy Advisots, Inc. is advisor for the sale

NSTAR (NYSE:NST) has announced its plans to sell or otherwise transfer certain of its Power Purchase
Agreements ("PPAs") through a competitive bidding process. NSTAR's electric distribution company
subsidiaries, Boston Edison, Cambridge Electric and Commonwealth Electric, hold the entitlements in the
PPAs being offered for sale. NSTAR has retained Concentric Energy Advisors, Inc. as advisor for the
transaction.

The approximately 1,100 MW of PPA entitlements offered through the auction process provide a diverse
portfolio of entitlements in generation facilities with a broad range of fuel types, operational characteristics
and contract terms. All are located within the New England Power Pool. This transaction is part of a
continuing effort to mitigate stranded costs. The PPAs are currently used to supply Standard Offer
Service.

NSTAR is in the process of sending early interest letters describing its PPA offering and soliciting

formal expressions of interest from potential bidders. Confidentiality agreements will be executed with
qualified bidders invited to participate in the process. NSTAR anticipates the issuance of formal Offering
Memoranda to qualified bidders in eatly October.

Questions about the PPAs or the auction process should be directed to NSTAR's advisors at Concentric
Energy Advisors, Inc., 313 Boston Post Road West, Marlborough, MA 01752.

CONTACT:  Robert B. Hevert
Concentric Energy Advisors, Inc.
508) 263-6204
bhevert@ceadvisors.com
or
Tara L. Nolan
Concentric Energy Advisors, Inc.
(508) 263-6226
tnolan@ceadvisors.com

NSTAR was formed in August 1999 through a merget of BEC Energy and Commonwealth Energy
System. The company, headquartered in Boston, MA, provides regulated electric and gas utility services
and is also engaged in telecommunications and other non-regulated activities. NSTAR, through its
subsidiaties, Boston Edison Company, Cambridge Flectric Light Company, Commonwealth Electric
Company and Commonwealth Gas Company, serves approximately 1.4 million customers throughout




Massachusetts, including approximately 1.1 million electric customers in 81 communities and 300,000 gas
customers in 51 communities.

Concentric Energy Advisors, Inc. (“CEA”), formerly Commonwealth Energy Advisors, is a management
consulting and economic advisory firm focused on the North American energy industry. Based in
Marlborough, Massachusetts, CEA specializes in transaction-related financial advisory services, strategic
market assessments, litigation and regulatory support, and ratemaking services.

###




NSTAR Electric

Department of Telecommunications and Energy
D.T.E. 04-60

Information Request: DTE-1-27

July 22, 2004

Person Responsible: Robert B. Hevert

Page 1 of 1

Information Request DTE-1-27

Refer to Exh. NSTAR-RBH at 10. Please detail how the Company identified the
potential bidders that were provided with the Early Interest Package.

Response

As referred to in Exhibit NSTAR-RBH, page 10, Early Interest Letters were sent by CEA
to over 90 potential bidders. The recipients of those letters included a wide variety of
potential bidders, from existing counterparties to unregulated energy companies and
financial institutions. CEA developed its database of potential bidders based on several
sources, including industry publications such as Power Finance and Risk, industry
directories (e.g., PowerMarketers.com), and the Department’s list of licensed marketers
and brokers. CEA also used the collective market experience of its staff members, as
well as certain Company employees to review and vet the marketing database. Finally, as
suggested in the Company’s response to Information Request DTE-1-26, the Company’s
public announcement of the auction process was meant to ensure that any potentially
interested party not included in the initial marketing database would be made aware of
the Company’s intent to initiate the auction process.




NSTAR Electric

Department of Telecommunications and Energy
D.T.E. 04-60

Information Request: DTE-1-28

July 22, 2004

Person Responsible: Geoffrey O. Lubbock
Page 1 of 1

Information Request DTE-1-28

Refer to Exh. NSTAR-RBH at 5. Please state how many bids the company
received in the 1999 auction. How many companies resubmitted their bids in the
2003 auction?

Response

As discussed in the attachment to Information Request DTE-1-1 the Company
received 15 bids in the 1999 auction. Six of the 1999 bidders also bid in the 2003
auction.  Five of them bid on the same contracts whereas one bidder chose to
pursue different contracts in 2004,




NSTAR Electric

Department of Telecommunications and Energy
D.T.E. 04-60

Information Request: DTE-1-29

July 22, 2004

Person Responsible: Robert B. Hevert

Page 1 of 1

Information Request DTE-1-29

Refer to Exh. NSTAR-RBH at 16, which refers to two pricing options included in the
PPA Entitlement Bid Form. Please confirm which pricing option NSTAR used in its
D.T.E. 04-60 calculations, and explain why the Companies chose that particular pricing
option. Provide prices bid by Bidder B, C, and D under both options.

Response

NSTAR Electric used pricing option 1 for its calculations used in DTE 04-06. This
pricing option was used because the Pittsfield PPA Entitlement included both energy and
capacity pricing components. Please refer to the Company’s responses to Information
Requests AG-1-4 and AG-1-8 for all of the bids received in this PPA Entitlement auction.




NSTAR Electric

Department of Telecommunications and Energy
D.T.E. 04-60

Information Request: DTE-1-30

July 22, 2004

Person Responsible: Robert B. Hevert

Page 1 of 1

Information Request DTE-1-30

Refer to Exh. NSTAR-RBH at 18. Please provide the Henwood Northeast Electric and
Gas Price Forecast, including all supporting documents.

Response

Please refer to the Company’s response to Information Request AG-2 for attachments of
the Henwood Northeast Electric and Gas Price Forecast CONFIDENTIAL.




NSTAR Electric

Department of Telecommunications and Energy
D.T.E. 04-60

Information Request: DTE-1-31

July 22, 2004

Person Responsible: Robert B. Hevert

Page 1 of 1

Information Request DTE-1-31

Refer to Exh. NSTAR-RBH at 25, which identifies the key assumptions used by the
Companies to value the Pittsfield contracts. Please provide the following information on
those key assumptions:

(1) the basis or reference for market price and energy and capacity;
(2) the basis or reference for projected energy production;

(3) the basis or reference for the discount rate of 7.82 percent.
Response
The key assumptions referred to in the question above include the following:

(1) Market price and energy and capacity - Henwood Electric and Gas Price
Assumptions;

(2) Projected energy production based on recent history of the Altresco unit. Please
refer to the invoices supplied in the response to Information Request AG-1-3;

(3) The discount rate of 7.82% represents the Company’s weighted average cost of
capital based on a capital structure of 50% debt and 50% equity, and after-tax cost
rates of 3.6% and 12.0% for debt and equity respectively.




NSTAR Electric

Department of Telecommunications and Energy
D.T.E. 04-60

Information Request: DTE-1-32

July 22, 2004

Person Responsible: Robert B. Hevert

Page 1 of 1

Information Request DTE-1-32

Refer to Exh. NSTAR-RBH at 26. Please provide the calculation, both a hard copy and a
copy on Excel spreadsheet with formulas, for the 12.5 percent savings while using 27
percent as average capacity factor.

Response

Please see Attachment DTE-1-32.




Attachment DTE-1-32
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NSTAR Electric

Department of Telecommunications and Energy
D.T.E. 04-60

Information Request: DTE-1-33

July 22, 2004

Person Responsible: Robert B. Hevert

Page 1 of 1

Information Request DTE-1-33

Refer to Exh. NSTAR-RBH at 26. Mr. Hevert states the CEA performed a series of
analysis under different power and fuel price scenarios. Please identify those scenarios.
Please provide a hard copy and an electronic computer copy of the analysis if available.

Response

CEA performed sensitivity analysis in which energy and fuel prices were increased and
decreased by 10% respectively. Under all scenarios, there were positive savings relative
to the expected above-market costs.




NSTAR Electric

Department of Telecommunications and Energy
D.T.E. 04-60

Information Request: DTE-1-34

July 22, 2004

Person Responsible: Robert B. Hevert

Page 1 of 1

Information Request DTE-1-34

Refer to Exh. NSTAR-RBH-6, at 1 of 5. Please explain whether the present values in
this exhibit were calculated using each company’s respective discount rate.

Response

A discount rate of 7.82% was used to calculate the present values in Exhibit NSTAR-
RBH-6 for both Commonwealth and Cambridge.




NSTAR Electric

Department of Telecommunications and Energy
D.T.E. 04-60

Information Request: DTE-1-35

July 22, 2004

Person Responsible: Geoffrey O. Lubbock
Page 1 of 1

Information Request DTE-1-35

Please provide a copy of the most recent Mitigation Report of NSTAR Electric.

Response

Please refer to Attachment DTE-1-35 for a copy of NSTAR Electric’s most recent
Mitigation Report.




